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Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-

Balance Sheet Arrangement of a Registrant.  

 On December 28, 2004, a newly established, subsidiary business trust of Arrow Financial 
Corporation ("Arrow"), Arrow Capital Statutory Trust III (the "2004 Trust"), issued and sold 30-
year guaranteed preferred beneficial interests in the assets of the 2004 Trust (the "2004 Trust 
Preferred Securities") in an aggregate amount of $10,000,000.  The 2004 Trust Preferred 
Securities were issued and sold in a private placement exempt from registration under the 
Securities Act of 1933, as amended, under Section 4(2) of the Act.  The 2004 Trust Preferred 
Securities initially bear a fixed interest rate of 4.54875%, with the rate to be reset quarterly at a 
rate equal to the 3-month LIBOR plus 2.00%.  The 2004 Trust Preferred Securities are non-
voting.  All common voting securities of the 2004 Trust are owned by Arrow.  The 2004 Trust 
used the proceeds of the sale of the 2004 Trust Preferred Securities to purchase an identical 
amount ($10,000,000) of 30-year junior subordinated debentures simultaneously issued by 
Arrow (the "2004 Arrow Subordinated Debentures"), pursuant to a Junior Subordinated 
Indenture, dated December 28, 2004, between Arrow and Wilmington Trust Company, as 
Trustee for the holders of the 2004 Arrow Subordinated Debentures.  The 2004 Arrow 
Subordinated Debentures will bear an interest rate identical to that borne by the 2004 Trust 
Preferred Securities during the life of such debentures and securities.  Arrow will use the 
proceeds from the issue and sale of the 2004 Arrow Subordinated Debentures for general 
corporate purposes, including the redemption of Arrow Capital Trust I securities, as described 
below.  Arrow expects that the 2004 Trust Preferred Securities will qualify as Tier 1 capital of 
Arrow under prevailing regulatory definitions of qualifying capital. 

 On December 31, 2004, a separate subsidiary business trust of Arrow, Arrow Capital 
Trust I (the "1999 Trust"), redeemed the entire outstanding principal amount of securities 
previously issued by the 1999 Trust, such being an aggregate amount of $5,000,000 of 30-year 
guaranteed preferred beneficial interests in the assets of the 1999 Trust (the "1999 Trust 
Preferred Securities"), for a redemption price equal to 100% of the initial liquidation preference 
of such securities, or $5,000,000.  Such redemption was completed following notice to the 
holders of the 1999 Trust Preferred Securities.  Simultaneously with the redemption of the 1999 
Trust Preferred Securities, Arrow redeemed all of the assets of the 1999 Trust, such consisting of 
an identical principal amount of 30-year junior subordinated debentures issued by Arrow to the 
1999 Trust. 
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SIGNATURES 

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has 

duly caused this report to be signed on its behalf by the undersigned, hereunto duly authorized. 

ARROW FINANCIAL CORPORATION 

Date: January 3, 2005    
By: /s/ John J. Murphy      

John J. Murphy 
Executive Vice President, Treasurer and  
Chief Financial Officer 

 


